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Audit  Number  01035 


Louise  Renne,  City  Attorney 

Office  of  the  City  Attorney 

1  Dr.  Carlton  B.  Goodlett  Place,  Room  234 

San  Francisco,  California  94102 

Dear  Ms.  Renne: 

The  Controller's  Audits  Division  presents  its  report  on  the  investigation  of  an  allegation 
that  the  Tenderloin  Neighborhood  Development  Corporation  (corporation)  misused  grant 
funds  from  the  City  and  County  of  San  Francisco  (City).  At  the  request  of  your  office,  we 
investigated  an  allegation  by  a  city  official  that  the  corporation  illegally  diverted  City 
funds  to  the  Lower  Eddy/Leavenworth  Task  Force  (task  force),  which  in  turn  gave  money 
to  the  San  Francisco  Study  Center  (study  center),  publisher  of  the  Central  City  Extra 
newspaper. 

Our  investigation  found  that  the  allegation  has  no  merit.  The  City  had  awarded  the 
corporation  a  grant  that  would,  in  part,  fund  a  newspaper  designed  to  inform  residents  and 
tourists  about  events  and  activities  available  in  the  Tenderloin  neighborhood.  Using  a 
competitive  process,  the  task  force,  a  neighborhood  body  of  residents,  merchants,  and 
social  service  providers,  selected  the  study  center  as  the  most  qualified  publisher  and 
granted  funds  to  the  organization  for  the  production  of  Central  City  Extra,  a  newspaper 
about  events  and  activities  in  the  Tenderloin. 

Respectfully  submitted, 


Edward  Harringto: 
Controller 
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City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694 


FAX  4 15-554-7466 


SUMMARY 


RESULTS  IN  BRIEF 


Audit  Highlights  . . . 

Our  audit  revealed  the 
following: 


0  An  allegation  made 
against  the 
Tenderloin 
Neighborhood 
Development 
Corporation  has  no 
merit. 

EI   The  corporation 
complied  with 
applicable 
provisions  of  its 
grant  agreement 
with  the  City. 


Our  investigation  found  no  merit  in  a  recent  allegation  related  to 
grant  funds  that  the  City  and  County  of  San  Francisco  (City)  had 
awarded  to  the  Tenderloin  Neighborhood  Development 
Corporation  (corporation).  At  the  request  of  the  Office  of  the  City 
Attorney,  we  investigated  an  allegation  by  a  city  official  that  the 
corporation  illegally  diverted  the  grant  funds  to  the  Lower 
Eddy/Leavenworth  Task  Force  (task  force),  which  then  provided 
money  to  the  San  Francisco  Study  Center  (study  center),  publisher 
of  the  Central  City  Extra  newspaper. 

We  found  that  the  corporation  properly  funded  the  study  center's 
publication  of  the  newspaper.  The  corporation  received  a  grant 
from  the  City's  Convention  Facilities  Management  Division  to 
carry  out  the  Lower  Eddy  Street  Revitalization  Program.  One  of 
this  program's  projects  was  to  implement  the  cultural  activities 
program,  which  includes  efforts  to  inform  residents  and  tourists 
about  events  available  in  the  Tenderloin.  Part  of  the  effort  involved 
publishing  a  monthly  newspaper.  Through  a  competitive  process, 
the  task  force  awarded  funds  to  the  study  center  to  publish  the 
newspaper. 

In  addition,  we  reviewed  invoices  and  other  documentation  to 
support  the  expenditures  relating  to  the  newspaper  and  found  the 
expenditures  adequate,  proper,  and  allowable. 


INTRODUCTION 


BACKGROUND 

The  Office  of  the  City  Attorney  asked  the  Controller's  Audits 
Division  to  investigate  an  allegation  that  the  Tenderloin 
Neighborhood  Development  Corporation  (corporation)  misused 
city  funds.  A  city  official  alleged  that  the  corporation  illegally 
diverted  city  grant  funds  to  the  Lower  Eddy/Leavenworth  Task 
Force,  which  in  turn  provided  money  to  the  San  Francisco  Study 
Center  (study  center),  publisher  of  the  Central  City  Extra 
newspaper. 

The  mission  of  the  corporation,  which  is  a  nonprofit  organization, 
is  to  make  the  Tenderloin  neighborhood  a  better  place  to  live  for 
low-income  people  by  providing  safe,  service-enriched  affordable 
housing  and  by  cooperating  in  community  improvement  and 
development  efforts.  The  Tenderloin  district  of  San  Francisco  runs 
from  Market  Street  on  the  south  to  Post  Street  on  the  north,  and 
from  Powell  Street  on  the  east  to  Van  Ness  Avenue  on  the  west. 

In  1998,  the  City  and  County  of  San  Francisco  (City),  through  the 
Convention  Facilities  Management  Division  (Convention 
Facilities),  entered  into  a  grant  agreement  with  the  corporation. 
The  City  agreed  to  provide  grant  funds  to  the  corporation  so  that  it 
could  implement  the  Lower  Eddy  Street  Revitalization  Program  in 
the  Lower  Eddy  Street  Corridor,  north  of  Market  Street.  This 
program  encompasses  facade  improvement,  public  safety,  cultural 
activities,  and  development  of  a  convention  facility  or  pavilion. 

According  to  the  grant  agreement,  the  cultural  activities  are  to 
include  informing  residents  and  tourists  about  the  diverse  events 
and  activities  available  in  the  Tenderloin,  publishing  a  monthly 
newspaper  or  newsletter,  involving  Tenderloin  residents  in 
identifying  and  publicizing  their  cultural  contributions  to  the 
neighborhood  and  to  the  City  at  large,  developing  walking  tours  to 
promote  the  Tenderloin  neighborhood,  and  creating  cultural  and 
historic  art,  such  as  tiles,  public  art,  murals,  and  a  walk-of-fame. 
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SCOPE  AND  METHODOLOGY 


The  purpose  of  this  audit  was  to  investigate  the  allegation  and 
determine  whether  the  corporation  is  complying  with  certain 
provisions  of  its  grant  agreement  by  properly  using  its  grant 
money.  To  conduct  this  audit,  we  reviewed  the  applicable  terms  of 
the  grant  agreement  and  interviewed  appropriate  personnel  from 
the  corporation  and  from  Convention  Facilities.  In  addition,  we 
reviewed  the  invoices  and  charges  submitted  by  the  study  center 
for  reimbursement  of  expenditures  related  to  the  publishing  of  the 
Central  City  Extra.  Finally,  we  reviewed  the  financial  reports  and 
budgets  prepared  by  the  corporation  to  ensure  that  the  corporation 
spent  amounts  consistent  with  the  budgeted  amounts  in  its  grant 
agreement. 

We  did  not  review  or  analyze  any  other  expenditures  relating  to 
other  programs  detailed  in  the  grant  plan.  Further,  we  did  not 
examine  any  expenditures  of  the  cultural  activities  program  other 
than  specific  expenditures  related  to  the  publishing  of  the  Central 
City  Extra  newspaper. 
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AUDIT  RESULTS 


THE  CORPORATION  DID  NOT  MISUSE 
CITY  GRANT  FUNDS  TO  PUBLISH  A 
NEWSPAPER 


The  Tenderloin  Neighborhood  Development  Corporation 
(corporation)  did  not  misuse  city  grant  funds  when  it  awarded  to 
the  San  Francisco  Study  Center  (study  center)  a  portion  of  the 
corporation's  grant  from  the  City.  The  study  center  was  to  use 
these  funds  to  publish  the  Central  City  Extra,  a  newspaper  that 
publicizes  events  and  activities  in  the  Tenderloin  neighborhood. 
The  allegation  by  a  city  official  has  no  merit  because  the  city  grant 
specifically  requires  the  corporation  to  fund  the  publication  of  a 
newspaper  to  promote  the  Tenderloin  neighborhood. 

The  grant  requires  the  corporation  to  implement  the  Lower  Eddy 
Street  Revitalization  Program,  which  includes  efforts  to  publicize 
events  available  in  the  Tenderloin.  Part  of  these  efforts  focused  on 
publishing  a  monthly  newspaper.  We  found  that  the  corporation, 
through  a  competitive  process,  awarded  funds  to  the  study  center 
to  publish  the  newspaper. 

The  Lower  Eddy  Street  Revitalization  Program  is  a  project  of  the 
Lower  Eddy/Leavenworth  Task  Force  (task  force).  An  advisory 
committee  to  the  City,  the  task  force  consists  of  residents, 
merchants,  service  providers,  property  owners,  housing  developers, 
and  other  individuals  who  live  and  work  in  the  Tenderloin  area.  A 
subcommittee  of  the  task  force  reviewed  several  candidates' 
proposals  to  create  a  new  Tenderloin  newspaper.  Subsequently,  the 
task  force  in  1999  awarded  a  two-year  grant  to  the  study  center  to 
publish  a  monthly  newspaper,  the  Central  City  Extra. 

During  our  investigation,  we  reviewed  two  issues  of  the  Central 
City  Extra  and  noted  that  each  issue  appears  to  fulfill  the 
newspaper's  purpose.  According  to  the  corporation's  grant,  this 
purpose  is  to  inform  residents  and  tourists  about  the  rich  diversity 
of  events  and  activities  available  in  the  Tenderloin.  The  agreement 
between  the  study  center  and  the  corporation  includes  the  study 
center's  proposal  to  produce  a  newspaper  that  will  report  the 
comings  and  goings  of  businesses  in  the  area,  discuss  noteworthy 
people,  explain  changes  in  community  services,  describe  resources 
and  how  to  get  them,  and  cover  official  actions  at  all  levels  of 
government  that  potentially  affect  neighborhood  residents, 
businesses,  or  quality  of  life. 


A  grant  agreement 
between  the  City  and  the 
corporation  requires  the 
corporation  to  fund  the 
publication  of  a 
newspaper. 
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THE  CORPORATION  PROPERLY 
SPENT  GRANT  FUNDS  TO  SUPPORT 
THE  NEWSPAPER 


The  corporation  properly  spent  a  portion  of  the  $45,000  in  grant 
funds  budgeted  to  support  the  Central  City  Extra.  On  September  6, 
2001,  the  study  center  requested  from  the  corporation 
approximately  $25,000  to  reimburse  the  study  center  for  the 
expenses  of  the  newspaper.  Major  expenses  consisted  of  printing 
costs,  equipment,  and  freelance  writing  costs.  We  reviewed 
invoices  and  other  documents  submitted  by  the  study  center  to  the 
corporation  and  found  that  the  expenses  related  to  operating  the 
newspaper. 

We  conducted  this  review  according  to  generally  accepted  government  auditing  standards.  We 
limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Elisa  Sullivan,  Audit  Manager 
Helen  Vo 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 
KPMG  LLP 


The  corporation 
reimbursed  the  study 
center  approximately 
$25,000  for  expenditures 
related  to  the  newspaper. 


